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DATA ANALYSIS

Metro Cash Position

We have now added a chart to help illustrate Metro’s cash position without bond proceeds added in.
Those funds have a designated use and we want to avoid the perception that we are overstating our
cash balance. Having said that, there were increases in the actual cash and investment portfolio
balances year-over-year for February.

There has been an increase in funds we’ve received from the Revenue Commission in the past year and
that continued to be the case for February. The same applies to the property taxes collected by the
Sheriff’s Office. More recently, we had some maturities in December that we were delayed in
reinvesting due to the required change in safekeeping services.

We've since been able to reinvest the matured funds and increased revenues which explains why we
were able to keep cash at comparable levels to January 2017 while increasing the size of our investment
portfolio. The other item of note would pertain to the decrease in bond funds suggesting that projects
are starting to see significant activity.

Asset Allocation

With the new safekeeping agreement in place, February saw roughly $15 million in trade activity. The
majority of which was in agencies while roughly $1 million was invested in municipal bonds. The specific
agencies saw the approximate increases to allocation:

e FHLB S5.5 million

e FHLMC $2.5 million

e FNMA S5 million

e MUNIS$1.5 million

Maturity Distribution

With the recent purchase activity, there was a change to maturity distribution. There were no changes
to the front end of the portfolio (2017 - 2019), however there were increases to the years 2020 — 2022.
The specific activity is:

e 2020 —increase S$6 million

e 2021 -increase S5 million

e 2022 —increase $4 million

These figures are approximate values but more importantly illustrates our attempt for a more balanced
laddered approach which will help minimize interest rate risk going forward. In terms of our weighted
average maturity, we moved from 2.1 yrs for January to 2.45 yrs for February. This figure can be
expected to increase as we continue to invest funds in the 3-5 yr maturity range.



Portfolio Performance

As shown, we are still closely aligned with the 2-yr Treas rate. With our funds now reinvested in longer
maturities it is expected that the gap will widen slightly in the coming months. It will also be interesting
to see the impact of the Fed’s decision to raise rates. There is already evidence of the curve beginning to
flatten which would lead one to believe that the spread would increase as well.
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ECONOMIC UPDATE

February was been a busy month in terms of economic data and news. Job numbers were solid, the
unemployment rate dropped and while it has yet to translate in customer spending, there is more
increased optimism from both consumers and business. What does this mean for rates? Quite a bit
considering that we started the month with a 32% chance of a rate hike occurring in March and we
ended it with an 82% chance of a rate hike.

Even Chair Yellen did nothing to dissuade the notion of a rate hike which was confirmed at the March
meeting. At the last Fed meeting, it was projected that one could expect 2 rate hikes beginning in June
with the potential to see a total of 3-4. The Fed is now continuing with that narrative and expect to raise
rates again in June with another 2 rate hikes coming later this year. The rate hikes are expected to
continue at this pace in 2018 as well as Trump will have appointed a majority of the Board of Governs
(including the Chair) by this time next year.

While all of this signals optimism, it is important to note one negative trend in regards to GDP. Fed
Models continue to show falling economic growth in their 1% quarter forecasts. They have currently
downgraded that forecast to 1.2% from a high of 3.4% on February 1. This is not expected to continue
but is something worth watching as it could likely impact the number of rate hikes expected should the
trend continue. It is important to keep an eye on this but as the chart below indicates, it's likely that
rates will rise several more times this year.

[ 99 Export Data_| _ world Interest Rate Probabilite
United States [ ] QRIS U tures: Fed Funds | | FED Effective Rate 0.66

1 Overview 9 Future Implied Probability

Current Implied Probabilities | 3 Add/RemoveF
Dates @ lleeting © Calculation Calculated REVIRFEL Based on rate 0.50-0.75
[Heetina) Prob Of Hike| Prob of Cut] 0.5-0.75] 0.75-1] 1-1.25] 1.25-1.5 1.5-1.750 L.75-2]| 2-2.25
03715/2017 20,0% 0.0% 10.0% 90.0% 0,0% 0,0% 0,0% 0.0% 0,0%
05/03/2 21.3% 0.0% .78 TR 12.0% 0,0% 0,0% 0,0% 0,0%
0671472017 05.7% 0,0% 4.2% M08 45.7% 6.0% 0,0% 0.0% 0.0%
T I2652017 26.2% 0,0% 388 39.0%] 45.5% 11.0% 0,8% 0,0% 0,0%
092002017 97.7% 0.0% 2,28 24.9% 42.9% 24.5% 4.9% 0,2% 0,0%
1170072017 98,0% 0,0% 208 22.1% 40.6% 27.0% 7.3% 0,9% 0,0%
1271352017 99.1% 0,0% 098 11.3%] 20.7% 24.3% 17.9% 4,2% 0.5%
0173172018 99.2% 0,0% 0.8%  10.5%] 29.1% 2405 12.2% 54% 0.8%
[Historical Analysis for Heeting [PEAEYZVAAN | 4) Add/Remove S
: [ B a® ; . :
%s O OO T R 7 | TR 5 R T Je s B T ™ £ A T v o v S A s 18 wr B
N Histndiex Tare

Australia 61 2 9777 8600 Brazil 5511 2395 9000 Europe 44 20 7530 7500 Germany 49 63 9204 1210 Hong Kong 852 2977 6000
Japan §1 3 3201 8900 Singapore 65 6212 1000 U.s. 1 212 518 2000 Copyright 2017 Bloomberg Finance L.F.
SN 722124 EST GMT-5:00 H755-877-6 02-Mar—2017 10:06:15



JUBLUUOIIAUS 8Bl JSauajul JuaLnd au) Wwoly aBueya anjea Jexsew abejusaled pue (ssoj) urebpaziealun [e10] ‘eoud JoseW ‘anjen
19ylew pajosfold sy s|iejep yolum snoqe pejussaid si [e)o) abelarepajybiem U synsas 8y ‘sjulod siseq goe snuiw Jo snid

10 300Us 8}l Jseiejul ejeIpaLLLl UB 0} pajoalgnssem oljoplod ay) ‘enbiuyos) Buioud xujew ay) Buisn AQ pue sejel Je)JeLl Jua.LInd
Bunsnipe Ag "senlIN22sOWO0U| PaX)) [eNPIAIPUI 4O oljojuod JUBWISBAL BY} JO YSI 8B }SaJoju] 8y} sjuasaidal aaoge a|qe} ay |

¥8'evG'Goe- 29'698'0S%- 0t'G61'9€5- 217125129 G6'978'90.- ZLzl\'264- 05'861'228- §507 / UleS)
LLOP'L 8ziv'L 98es°L Sr09'L 9049} 19€1°1L 6208} PlaIA 1o3jel
/866 1166 1966 1566 L7'66 1E66 1Z°66 201d 19x/e
(oL'0)og0 (oL0)0z0 (oL0)oLo (01L°0) 000 (oL0)oLo- (0L0) 0Z°0- {oL0) 0g'0- abueys %
68'609°vL2'S8 LL'y8z'6z) 68 £€'8G6'C0'S8 95°Z£9'856'¥8 8/°90£'€.8'F8 L0°186'28.'¥8 £2'659°20.'%8 anjen 1exeN
€2°€51°085'G8 €1°€51°085's8 €/°€51'085'68 £4'€51'085'68 €/°€51'085'58 £/'651'085's8 €/°€51°085'S8 1500 “Jowy
00'9//°GZE'S8 00'94.'GZ€'S8 00'9/.'5ZE'68 00°924'GZe's8 _00'922'528'S8 00'922'62€'s8 00'9/.'GZE'S8 14 Juaung
00¢ dn 00z dn 001 dn juaLing 001 umog 00Z umoqg 00¢ umog Aiobajen ejeg
210¢/8¢/¢

pouad ul sidisoay
oI [enjoy - }Saus)U| BAIOBYT
aoueul4 onap A39 Yor / noT

3|qe] }90Ys oljoji0d [e30)



